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Sept ember 9, 2003

ATTN: OTTB Notice #4

Chi ef, Regul ations and Procedures Division
Al cohol and Tobacco Tax and Trade Bureau
PO Box 50221

Washi ngt on DC, 20091-0221

Dear Sir or Madam

As Divisional Vice President and General Mnager of Coors Distributing Conpany as

wel | as a menber of the Board of Directors for the CBDA, | support the proposed “0.5%

rule recently issued by the Tax and Trade Bureau in TTB Notice Number 4 of March

2003 regarding the al cohol content of Flavored Malt Beverages (FMBs). Distributors of

beer are supplied with products that are | abel ed according to Federal requirenents and

we are |earning that sone of these “flavored malt beverages” contain spirits obtained by
distillation. This is a problemwith the current federal |abeling requirenents since beer

di stributors have no way of knowi ng when the governnment has approved the indirect

addition, or mxing of distilled spirits into beer. Sone people say that this problem has
exi sted for years. That may be true for the people who kept secrets about how these

products were made. But brewers and suppliers never tell the state governnent or |ocal

di stributors what they put into the products, and distributors should not be responsible

for knowi ng whether the | abel on these products neet both Federal and State

requi rements. If these products contain nore than 0.5% distilled spirits then they

shoul d be | abeled as distilled spirits. | encourage the TTB to act as fast as possible to get
the right information about these products on the |abels. The current situation may

have been caused by a mi stake or shortcoming in the past, but we need to go back to

where we were before the problem arose because the current situation threatens a beer
distributor’s integrity and the distributor’s state |license to do business since our |icense
only allows us to sell alcohol beverages that are beer, not spirits.

As a matter of background, please note that in Colorado distilled spirit beverages are
called “Spirituous liquors” and the Col orado Li quor Code defines “Spirituous |iquors” as
“any al cohol beverage obtained by distillation, mxed with water and ot her substances

in solution, and includes anong other things brandy, rum whiskey, gin, and every

liquid or solid, patented or not, containing at |east one-half of one percent al cohol by
vol umre and which is fit for use for beverages purposes. Any liquid or solid containing
beer or wine in conbination with any other |iquor, except as provided in subsections
(19) and (39) of this section, shall not be construed to be fermented nmalt or nmalt or
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vi nous liquor, but shall be Construed to be spirituous liquor.” Perhaps the ATF was not
aware that the spirits obtained by distillation that are added to beer through flavorings
are still “spirits”. The Col orado Liquor Code seeins to be pretty clear about spirits that
end up in an al cohol beverage, even when the spirits are

in combination with beer in the beverage.

| don’t believe the State of Col orado knew what was in these products when the ATF

first approved the | abels we see in the marketplace. | support the TTB taking an active
stance to correct the problem before states |ike Col orado have to handle the situation on
their own. But, to be effective, the TTB needs to clean up this matter in a way that is
consistent with the state laws so that distributors can continue to do business w thout
bei ng worri ed about how these products are nade or |abeled. This The proposed TTB

rule would take care of the problens in Colorado since it would require that no nore

that 0.5% of the al cohol content of FMBs be derived fromdistilled alcohol in order to be
classified as “beer

The CBDA believes this the proposed 0.5%rule as is a critical step toward consi stent
classification of these products and all malt beverages. Wile states have traditionally
had i ndependent regul atory powers on how to classify al cohol products, they have

foll owed Federal policy in their decisions related to taxation, licensing, and distribution
of al cohol. Colorado is no exception. Federal |eadership in this inportant area wll

likely be followed at the state level and will work to maintain an orderly marketpl ace

t hr oughout Col orado and the rest of the USA

The Col orado Beer Distributors Association and its nenbers support the proposed rul e,
and respectfully requests that the TTB adopts TTB Noti ce Nunber 4.

Si ncerely,

WIIliamW Sutphen
CBDA Board of Directors Menber
DVP and Ceneral Manager, Coors Distributing Co.



